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Income-tax Department
Edited by Stephen G. Rusk
SUMMARY OF RECENT RULINGS

The commissioner’s action in adding to the taxpayer’s 1919 income the
amount of an arbitrary write-off of its book inventory as of December 31, 1918,
is approved, the taxpayer not having sustained the burden of overcoming the
prima-facie correctness of the commissioner’s decision. (U. S. circuit court of
appeals, eighth circuit. Coon Auto Company v. Commissioner.)
Property passing under a power of appointment exercised by a Pennsylvania
decedent in his will should be included in his gross estate, such a power exer
cisable only by will being held to be a “ general power” as contemplated by the
1924 act, ordinary rules of statutory construction rather than state statutes or
state court rulings being held applicable. (U. S. district court, eastern district
of Pennsylvania. Hannah S. Blackburne and Emily L. Blackburne, executrices
of the will of John S. Blackburne, deceased, v. W. E. Brown, formerly acting
collector of internal revenue for the first district of Pennsylvania.)
A percentage of profits from the operation of a plantation set aside under an
agreement to pay the manager a portion of the profits if, over a 10-year period,
they amount to a specified amount, is not deductible by the owner on the cash
basis.
Accrued charitable pledges are not deductible by a taxpayer on the cash
basis. (Court of appeals of the District of Columbia. P. L. Mann v. Commis
sioner.)
Lumber covered by a contract for f.o.b. shipments, none of which was loaded
or marked with the vendee’s name during the taxable year, may not be in
cluded in the vendee’s closing inventory, the evidence being held to show that
the intent of the parties was that title should not pass to the vendee until the
following year. (Court of appeals, District of Columbia. Brown Lumber
Company v. Commissioner.)
Commissioner’s disallowance of a claim for refund of manufacturer’s excise
tax on timing gears approved, such gears having been designed and sold as
replacements on automobiles and trucks. (U. S. court of claims. Foote Bros.
Gear and Machine Company v. The United States.)
Commissioner's disallowance of a claim for refund of manufacturer’s excise
tax on vacuum tanks, electric and hand-operated signals, and searchlights
approved, it appearing that the articles taxed were primarily designed and
specially adapted for use in connection with automobiles and advertised and
sold as such. (U. S. court of claims. Stewart-Warner Speedometer Corporation
v. The United States.)
A taxable dividend rather than a distribution in liquidating is held to have
been received by the taxpayer where two corporations took over certain assets
of another corporation and, without cancellation of stock of the transferor
corporation, credited the taxpayer’s accounts in the transferee corporations
with an amount proportionate to his stock interest in the transferor corpora
tion, later turning over to the taxpayer cash, debenture notes and stock of the
new corporations equivalent to the amount of his credit accounts. The com
missioner’s valuation of the property received by the taxpayer, being in excess
of the credit accounts, is approved notwithstanding the taxpayer’s contention
that the income recognized should not be in excess of such credit accounts.
(U. S. court of claims. Charles H. Strange v. The United States.)
A deduction claimed by the president of a corporation on account of a loss
sustained by the corporation in 1923 for which the president accepted responsi
bility and agreed to reimburse the corporation was disallowed for lack of evi
dence as to the date of payment.
The entire loss sustained on a margin trading account extending from 1921
to 1923 was not allowed for 1923 when the account was closed out, the schedule
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of securities bought and sold showing certain closed transactions in 1922 and
1923. (Circuit court of appeals, second circuit. Monroe Washer Company v.
Commissioner.)
Securities owned by an affiliated corporation, the value of which was less than
the par value of the preferred stock, were turned over in 1921 to a stockholder
owning all the preferred stock, which was preferred as to dividends and assets,
and three days later the remaining assets were turned over to such stockholder,
who turned in her stock in consideration for the cancellation of charges against
her. No deductible loss was sustained by the corporation, the delivery of the
securities being in effect a dividend in liquidation and not a bona-fide sale of the
securities to the stockholder as contended by the taxpayer.
Taxable gain was realized by a stockholder owning practically all of the stock
of a corporation who purchased all of its assets and assumed all of its liabilities,
the effect being to dissolve the corporation and distribute its assets to himself in
liquidation. (Circuit court of appeals, second circuit. Meurer Steel Barrel
Co., Inc., v. Commissioner.)
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